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H-3103-1 - FEES, RENTALS, AND ROYALTY
Calculation of Sliding Scale Royalty for Production

Above and Below 30° Baume

= e =]

Breduction Abpve and Below 30° Baume

Since lndustry computes all gravities on the API method, 30° Bauma should ba
coneidersd the sams as 30® API for royslty purposes (30° Baume egqulvalent to
30.2° API). cCalculations should be made am follows:

B

Example 1:

Review the individusl runs and datermine if the average gravity of the
fun wam balow or above 30° API.

Compute the royalty gquantity on total leass production froe all runs at
the applicable rates for oil less than 30® API gravity.

Compute the royalty guantity on the total leass production at the
applicable rates for oil 30* API gravity and ovar.

Multiply the royalty gquantity ebtained under sach of ths forsgoing
computations by the percentage of production of each gravlty cil (above
0" and below 30%) to the total production.

Add the product of sach calculation obteined from the above and dlivide
by the total preduction to obtain the sverage royalty rate for ths
month.

Tha computed cate is then applisd to tha total lesase production or, in
the case of unitized leamas, to the production allocated to the
aliding-scale royalty tract,

A sliding-acale (Scheduls D) leass with 15 countable wells produced a total of
17,72E.65 barrels of crude oll during Decembar. Crude oll gravity of runs was
both above and balow 30 API.

14,811.598 Barrels over 30" gravity = B3.55391% total preduction
4:915.67 Barrals under 30° gravity = 16.44609% total production
17,7268.65 Barrale total production

20 bbls, fdayfwall x 31 days x 16 wells = 5,520 bble. @ 1/8 royalty

17,728.65

9,920.00
7,B08.65 bble. at higher than 1/8 royalty

7,BDB.65 divided by 31 days divided by 16 walls = 15.74 bbls/day/well
Total production = 20 + 15.74 = 35.74 bble/day/well; therefore,
approximate royalty for cemaining 7,B0B.65 bble. &m 158 2/3% or 14 2/7%
doapanding on gravity.
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Calculation of Sliding Scale Royalty for Production

Above and Below 30° Baume

2 Royalty 1/8 : 178 x
2 Royalty 1/6 (30"+) : 1/6 =
@ Royalty 1/7 (30%°=) 1 1/7 x

B3.553591% x (1240 + 1301.44)
16.44609% x (1240 + 1115.52)

5520.00 =
T808.65 =
TE0B.65 =

= 2113.47
= _2B7.33
2510.86

1240.00
1301.44
111E5.52

royalty
covalty

royalty bble,
royalty bble.
royalty bble.

bble.
bbls.

total royvalty bble.

—2.510,86
17,728.65 = 14.16272% effactive royalty rats

Example I:

Total unit production is 1,273,531.65 bblas.

{31 days), 164 walls.

Lease participation factor is 0.0076918

Ho. Welle Ho. Dave

164
164
164
164

a1
3l
3l
a1

(grawicy 30® or over) in

301,547.22 x 0076518 = 2,320.21 royalty bbls.

1,273,531.65 x .DOTE918 = 9,795.75 total leass bble.

Well Dave Bhle. Bble/Step Rovalty Rate
5084 x 20 = 101,680 = 12 1w
S084 x 30 = 152,520 x 16 2/3
5084 x S50 = 254,200 x 20w
5084 x 100 = 508,400 x  25M
el — 255,731.65 = 33 1/3%

1,273,531.65

Effoctive royalty rate = 2,320.21 divided by 9,795.75 = 23.6B59%

August

Bhle/Royalty
— fate

12,710

25,420

50, B40
127,100
_BE,577.22
A01,647.22
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